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banker for the Erie, entered into a contract for the purchase of about 74,000 shares of C. H. & D. stock at $160 a share. Three weeks later (September 20, 1905,) the board of directors approved the action of the president in orally agreeing to take the stock from Morgan, and on the loth of October the Erie shareholders ratified the purchase. At the same time, the Erie Company issued its short-term notes for the sum of $11,835,000 in payment to Morgan & Co. for 74,059 shares of C. H. & D. stock, including $392,630 in commissions. It then virtually took possession of the C. H. & D. by electing directors and general officers of that company.
In making this purchase, the Erie relied wholly upon the statement furnished by J. P. Morgan, which seemed to show that the C. H. & D. was earning its fixed charges and was consequently solvent. Such, however, was far from being the case. The real condition of the company, and the causes that had brought about that condition, are briefly summarized by Professor Ripley as follows:
Within three years prior to 1905, the road was passed in succession through no less than four syndicates. The first pool was formed in 1902 to purchase the Pere Mar-quette road, which ran crosswise of the main trunk-lines up into Michigan. The plan was, by threat of extending it east and west to Buffalo and Chicago, to force it upon the Vanderbilt roads at a profit. This